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Financial 


Highlights 
1980 1979 

Net Sales $ 85,803,397 $100,535 167 
Earnings before Taxes on Income 10,289,169 12,704,948 
Percent to Sales 12.0 12.6 

Net Earnings 6,267,169 7,377,648 
Percent to Sales W3 T3 
Net Earnings per Share PEP Pikes 
Dividends per Share 45 A5 
Book Value per Share 20.37 18254 

<< Total Assets 67,020,237 65,541 843 
Working Capital 41,875,407 42,227 936 
Ir Number of Shareholders 404 412 
Number of Employees | E 670 1,138 
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The all new Ingersoll plant, 
Canada’s most modern Van trailer 
production facility. 
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Report on Operations 1980 


To Our Shareholders: 


Net earnings of $6 million 
were attained on sales of $85 
million, a highly successful result 
given the economic climate that 
prevailed throughout 1980. 

We started the year with a 
record backlog of orders for pro- 
duction but soon began to feel 
the effect of the adverse national 
economic conditions. With the 
automotive industry implemen- 
ting production cutbacks as the 
year progressed, the demand for 
new trailers continued to 
decline. While we closed the 
year with a lower backlog of 
orders for production than we 
had at the start of the year, we 
have every confidence that the 
industry and the Canadian 
economy have the strength to re- 
bound in the early 80’s. 

Total sales in 1980 were 
$85,803,397, off 15% from the 
all time record of $100,535,167 
established in 1979. Net earn- 
ings for the year of $6,267,169 
compared to $7,377,648 in the 
preceding year were also off 
15%. Per share earnings of 
$2.32 compare to the prior 
year’s $2.73 per share. 


Dividends 

During the year semi annual 
cash dividends of 22 1/2 cents 
per share were paid — 45 cents 
per share for the year. The first 
dividend was paid May 2, 1980, 
to holders of record March 31, 
1980; the second was paid on 
September 30, 1980, to holders 


of record September 9, os 
1980 


Following the announcement 
of 1980 results a dividend was 
declared on February 27, 1981. 
As we still have a portion of the 
committed expansion program 
to fund and given the short term 
outlook, we have held the semi 
annual dividend to 22 1/2 cents 
per share. This dividend is 
payable April 20, 1981, to 
holders of record on March 27, 
1981. 


Operation Highlights 


The year included abnormal 
swings — at the beginning of the 
year our extensive backlog re- 
quired a two shift operation at 
the Dixie manufacturing facility 
and had schedules extended 
over several months. By mid 
year we were down to a single 
shift and moving to levels well 
below capacity, having also ex- 
perienced order cancellations. 

Throughout the year con- 
struction and equipment installa- 
tion continued at the new Inger- 
soll facility. By mid November we 
were able to Start an initral pro- 
duction run and at the same time 
continue with the balance of tool- 
ing installation. This was 
necessary to facilitate undertak- 


upgrade the Dixie facility. Both 
full completion in spring 1981. 
While the expansion timing 
may not appear to be ideal 
in view of the current 
economic — , 


ing of planned renovations to} 


ocations are now scheduled for § 


reversal, by proceeding with the 
project as originally scheduled 
we will have completed our 
development, trained our people 
and fined tuned our operating 
system in time to fully participate 
in the decade's potential. The 
two. facilities when completed 
will enable us to react more 
quickly to business surges as 
they may occur in the coming 
periods. 


Costs and Expenses 


Costs of products and ser- 
vices sold, aS a percent of sales, 
improved from the previous 
year, decreasing 1.5% to 
81.7%. The cost reduction 
reflects the exercise of close 
control over costs and a closer 
matching of costs and revenues 
as production backlog was 
reduced and the gap between 
order and delivery dates narrow- 
ed. The Corporation operates 
under a system whereby sales 
are made at firm prices. Thus if 
the backlog of orders is stretch- 
ed out as in the previous year, 
unrecoverable cost escalation 
can take place in the interim bet- 
ween firm order date and 
delivery. 

Expenses as a percent of 
sales were up 1.5% from 
the previousyear. The reduced 
sales volume had a | 
definite effect 


on the percentage relation- 
ship. Additionally in 1981 a 
realignment of expenses in our 
branch operations accounts for 
just under 1% of the overall in- 
crease. The offset of this realign- 
ment resulted in a reduction of 
total costs of production and ser- 
vices sold. The sum of costs and 
expenses at 88.1% to sales, 
equates exactly to the prior year, 
both years being the lowest in 
the last five years. 


Financing Operations 


During the year we were able 
to increase our overall financing 
operations substantially. Despite 
the increase in revenue from 
equipment financing, finance 
revenue and other interest in 
total was down 4%. The revenue 
components from short term 
market investments was less 
than one quarter of the amount in 
the 1979 year as arresult of funds 
previously invested being utiliz- 
ed in the expansion program. 
Revenue from equipment financ- 
ed improved almost 25% _ in 
1980. Financing continues to be 
a highly competitive activity with 
the new bank act serving to rein- 
force the competitiveness of this 
market. These revenues have a 
most |! desirable stabilizing 
effect onearnings anditis our 
inten- tion to, strive for 


: sag continued 
= growth 


in 
this 
area. 
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Our investment in installment 
contracts of $15,958,358 is an 
increase of 12%, while equip- 
ment leased to customers at 
$802,855 is only slightly below 
that portfolio one year earlier. 
We expect a continued trend to 
installment contract financing in 
preference to the lease transac- 
tion. This is in part due to the 
equity benefit to the purchaser, 
and to a lesser extent the re- 
quirement for certain leases now 
having to be categorized as 
capital under current accounting 
rules. 


Capital Expenditure and 
Depreciation 


Expenditures for fixed assets 
during the year were $7 482,816 
up from $3,086,502 in 1979. The 
major portion relates to the new 
manufacturing facility at Inger- 
soll, Ontario. The plan for Inger- 
soll established in 1978 an- 
ticipated a cost of $11.3 million. 
To date we are basically on 
schedule, approximately 85% 
complete, with spending com- 
mitments controlled to 1% 
under budget. This entire project 
is being financed out of current 
working capital and funds which 
were invested at the start of the 
project. 

Depreciation of plant and 
equipment in 1980 totalled 
$921,428 compared to $532,106 
in the preceding year. Assets are 
depreciated over their estimated 
useful lives — ten years for 
machinery, seven years for 
automotive equipment and up to 
forty years for buildings. We 
follow the principle of deprecia- 
tion coincident with the com- 
mencement of use of equipment. 
On this basis depreciation on the 
Ingersoll facility commenced in 
November 1980. 


Financial Strength 

The current ratio at 
December 31, 1980, is a strong 
5.3 to 1. Working capital at 
$41,875,407 compares to 
$42,227,936 at the previous year 
end. At the same,.time approx- 
imately $9 million has been in- 
vested in the expansion program 
over the last two years. 

As the economy slowed dur- 
ing the year, we experienced in- 
ventory increases associated 
with customer inability to take 
delivery of units ordered. New 
trailers on hand have significant- 
ly increased as a result. 


100 
90 
80 


70 


60 


y* 


es 


| . 50 
k 

40 
30 
20 


, = : , i 10 


ten miler e) 
Ex pa ee eee Y 


§ Millions 


© Net Sales 


| 


comm cere] 
Sa 


$ Millions 


Ce) Earnings Before 
Taxes on Income 


© Net Earnings 


However we are Satisfied that all 
of this inventory can be delivered 
n the coming year. 
We had approximately $4 
million invested in short term 
arketable securities at year 
end, slightly above such invest- 
ment at the end of 1979. 
Throughout the year there were 
several periods of short term 
borrowing and we anticipate a 
eturn to a borrowing position 
again in 1981. Our current cash 
position was greatly assisted by 
he deferral of 1980 income 
tax installments following 
amalgamation on February 29, 
980 of your Corporation's 
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finance subsidiary. Following 
the amalgamation, the new 
company, also bearing the name 
Fruehauf Canada Inc., was con- 
sidered a new corporation and 
income tax installments were not 
required. Because the current 
tax liability is not due until two 
months following year end our 
cash position has been enhanc- 
ed throughout the year, a signifi- 
cant benefit during our expan- 
sion program. 

Inthe coming year $2.3 million 
will be spent on completing the 
manufacturing expansion and 
rearrangement ; 
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program with an additional 
$1.5 million scheduled to 
be spent on upgrading other 
facilities including the regular 
replacement of machinery and 
equipment. Our projections of 
financing the entire expansion 
out of current earnings in a two 
year period continue to be 
realistic, given an improving 
business trend sometime in the 
second half of 1981. From a tax 
standpoint, our program of 
claiming maximum allowable tax 
reductions on capital assets has 
a definite cash benefit. The 1980 
and 1981 tax years will 
realize the major 

portion of this 
cash benefit. 


Facilities, 
Outlook 
The Ingersoll project, the first 
major expansion since the 1958 
relocation to Mississauga, holds 
considerable promise for our 
future economic stability. The 
production process in the new 
facility is greatly improved, 
resulting in a Superior product at 
areduced cost. As an example of 
the many innovations, our new 
van trailer is the only trailer 
manufactured in Canada which 
employs the technique of pre- 
painting all parts and com- 
ponents prior to assembly. This 
ensures a two Coat paint protec- 
tion to all hidden surfaces to 
minimize rust and corrosion. 
Benefits will also accrue from 
the segregation of the van trailer 
production in a separate 
facility. When com- 
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pleted early in 1981, the re- 
arrangement of the Dixie facility 
including equipment and pro- 
cess renovations will provide a 
significant benefit to this 
manufacturing location. The pro- 
duction of the platform, dump 
and tank trailers being concen- 
trated in a separate facility will 
benefit their processing; these 
models are all Somewhat related 
in that they require a common 
welding technology. Thus with 
the two separate facilities 
specializing in their individual 
products, we will be well struc- 
tured to maintain leadership and 
to ensure Our customers of pro- 
duct excellence. 

Our method of selling is 
primarily through direct contact 
with the transport operator. Our 
nationwide sales force of 
transportation specialists is bas- 
ed at our branch sales and ser- 
vice facilities. We maintain eight 
such locations in strategic cen- 
tres from Quebec City in the East 
to Vancouver in the West. We 
cover all of the Maritime Pro- 
vinces through a_ distributor 
organization and have a 
dealer organization 
covering the 


or remote areas. Branch 
facilities in addition to being 
home base for a sales organiza- 
tion, are service repair facilities 
and parts distribution centres. 
The repair facilities vary in size 
from 12 to 45 trailer bays, each 
with its full complement of 
specialized equipment to under- 
take any repair or rebuilding 
functions. In order to protect our 
leadership position and to pro- 
vide customers with the best 
possible service, we will con- 
tinue to follow our policy of 
regularly maintaining and renew- 
ing equipment and facilities. 

The coming year will bring its 
share of challenges. The Cana- 
dian economy has a number of 
soft spots as the year com- 
mences, some of which are 
greatly affected by political con- 
siderations. However it is the 
people of Canada that will 
ultimately determine its course 
and unification from ‘‘coast to 
coast’. We believe the potential 
for Canada and for its people is 
unequalled anywhere — we 
have every confidence in that 
future. We also have every con- 
fidence that as Canada prospers 
so will Fruehauf Canada Inc. 


Our achievements and our 
future potential is realized 
through people. We take this op- 
portunity to express the ap- 
preciation of your directors to 
Our TemplOvVees,, tO) Ollin 
customers and to our 
shareholders for the confidence 
they show in our activities and 
products. 


On Behalf of the Board 


Shale - 


T.J. Reghanti, 
President 


D.A. Grinstead, 
Vice President 


Shareholders 
Equity 


& Working Capital 


$ Millions 


42 


36 


30 


24 


18 


$ Millions 


The Shareholders, 
Fruehauf Canada Inc. 


We have examined the 
balance sheet of Fruehauf 
Canada Inc. as at December 
31, 1980 and the statements 
of net earnings, earnings re- 
tained for use in the business 
and changes in_ financial 
position for the year then 
ended. Our examination was 
made in accordance with 
generally accepted auditing 
standards, and accordingly 
included such tests and other 
procedures aS we con- 
sidered necessary in the cir- 


Auditors’ Report 


cumstances. 

In our opinion, these finan- 
cial statements present fairly 
the financial position of the 
Corporation as at December 
31, 1980 and the results of its 
operations and the changes 
in its financial position for the 
year then ended in accor- 
dance with generally ac- 
cepted accounting principles 
applied on a basis consistent 
with that of the preceding 
year. 


GA in, Le, 


Chartered Accountants 


Toronto, Ontario, 
February 10, 1981. 


First Canadian Place - 100 King 
Street West - Toronto, Ontario. 


Years Ended December 31, 1980 and 1979 


Statement of Net Earnings 


1980 1979 
Revenues 
Net sales $85,803,397 $100,535,167 
Finance and other interest 2,596,796 2,710,010 
88,400,193 108: 252.07 7 
Costs and Expenses 
Cost of products and service sold, other than items below 70,135,864 83,700,778 
Selling and administrative expenses 5,502,205 4,960,783 
Depreciation 1,207,386 751,718 
Taxes other than taxes on income 1,265,569 1,133,950 
78,111,024 90,547,229 
Earnings Before Taxes on Income 10,289,169 12,704,948 
Taxes on income 
Current 2,745,500 4,861,100 
Deferred 1,276,500 466,200 
4,022,000 5,327,300 
Net Earnings for the Year $ 6,267,169 9S 7,377,648 
Earnings per share $2.32 $2.73 


Balance Sheets 


As at December 31, 1980 and 1979 


Assets 


Current Assets 
Cash and short-term notes 


Trade receivables 


Accounts receivable 


Inventories (Note 2) 
Prepaid expenses 


Total Current Assets 


Land 
Buildings and equipment 


On behalf of the Board 


T.J. Reghanti, Director 


1980 1979 
$ 4,103,256 $ 4,064,915 
installment contracts (Note 1) 15,958,358 14,265,578 
9,114,612 16,244,670 
25,072,970 30,510,248 
22,486,191 22,084,235 
66,544 137,368 
51,728,961 56,796,766 
Equipment Leased to Customers (Note 3) 802,855 813,898 
Property, Plant and Equipment 
737,475 737,476 
10,544,504 8,046,455 
Machinery and other equipment 9,890,775 9,294,565 
PAA es Wel hays! 14,078,496 
Less accumulated depreciation 6,684,333 6,147,317 
14,488,421 7,931,179 
W.T. McDougall, Director 
$67,020,237 $65,541,843 


Total Assets 


Fruehauf Canada Inc. 


(Incorporated under the Canada Business Corporations Act) 


Liabilities and Shareholders’ Investment 


Current Liabilities 


Accounts payable and accrued liabilities 
Taxes on income (including deferred of $1,766,900 in 1980 and $1,899,300 in 1979) 
Due to affiliates (Note 4) 


Total Current Liabilities 


Other Liabilities 


Deferred taxes on income 


Shareholders’ Investment 


Capital stock 
Authorized 
Unlimited number of shares of one class 
Issued and outstanding 2,705,775 shares 


Earnings retained for use in the business 


Commitments and Contingent Liabilities (Notes 5 and 6) 


Total Liabilities and Shareholders’ Investment 


$ 4,308,714 $8,195,367 
4,270,828 2,749,010 
1,274,012 3,624,453 


9,853,554 14,568,830 


2,038,000 893,900 


5,149,063 5,149,063 


49,979,620 44,930,050 


55,128,683 D007 9 tas 


$67,020,237 $65,541,843 
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Years Ended December 31, 1980 and 1979 


Statement of Earnings Retained 


for Use in the Business 


Cash dividends 


Operations 


Cash dividends 


1980 1979 
Balance at beginning of year $44,930,050 $38,770,001 
Net earnings for the year 6,267,169 7,377,648 
51,197,219 46,147,649 
1,217,599 Zee oS 
Balance at end of year $49,979,620 $44,930,050 
Years Ended December 31, 1980 and 1979 Statement of Changes in 
Financial Position 
1980 1979 
Source of Working Capital 
Net earnings for the year $ 6,267,169 $ 7,377,648 
Depreciation of equipment leased to customers 285,958 019.612 
Depreciation of plant and equipment 921,428 532,106 
increase in deferred taxes on income 1,144,100 375,600 
Total from Operations 8,618,655 8,504,966 
Retirement of equipment leased to customers 78,845 29,708 
Disposal of plant and equipment, at net book value 4,146 12,756 
poi ips 8,701,646 8,547,430 
Application of Working Capital 
i . 1,217,599 1,217,599 
Additions to equipment leased to customers 353,760 130,553 
Additions to property, plant and equipment 7,482,816 3,086,502 
Zila ia 9,054,175 4,434,654 
Net Increase (Decrease*) in Working Capital for Year B52,0290 4,112,776 
Working Capital at Beginning of Year 42,227,936 38,115,160 
$41,875,407 $42,227,936 


Working Capital at End of Year 


December 31, 1980 


Summary of Accounting Principles 


Inventories 

Inventory amounts are based upon physical determinations during 
the year and have been stated at the lower of cost or market prices. 
Cost prices are determined by the first-in, first-out method, and market 
prices represent the lower of replacement cost or estimated net 
realizable value. 


Equipment Leased to Customers 

Lease rental payments on equipment leased to customers are 
recognized as income over the period of the lease and the equipment is 
depreciated on a Straight-line basis to a projected lease terminal value. 


Property, Plant and Equipment 
The Corporation records property, plant and equipment at cost. 

Depreciation Is provided on a straight-line basis over the life expectan- 
cy of the asset. The estimated useful life of each major class of assets 
is as follows: 

Buildings and equipment — 25-40 years 

Machinery and other equipment — 5-10 years 
Maintenance and repairs are charged against earnings as incurred. 


Taxes on Income 

The Corporation ciaims maximum reductions available for income 
tax purposes in any fiscal period and follows the tax allocation method 
of accounting for income taxes. 


Pensions 

The Corporation has noncontributory pension plans covering 
substantially all employees. Current service costs of pension benefits 
are accrued and funded on a current basis. Past service costs are 
amortized and funded over periods not exceeding fifteen years. 


Note 1 — Installment Contracts 

Installment contracts at December 31 are stated after deduction of 
deferred finance charges of $3,937,016 for 1980 and $2,848,742 for 
1979 and include installments due after one year of approximately 
$10,155,000 for 1980 and $8,280,000 for 1979. 


Notes to Financial Statements 


Note 2 — Inventories 


December 31, December 31, 


1980 1979 

New trailers $ 9,405,834 $ 4,269,099 
Production parts, work in 

process and raw materials 6,796,846 10,897,600 
Service parts and orders 

in process 4,411,210 4,322,584 

Used trailers 1,872,301 2,094 952 

$22,486,191 $22,084,235 


Note 3 — Equipment Leased to Customers 

Equipment leased to customers at December 31 is stated at cost 
less accumulated depreciation of $502,869 for 1980 and $536,546 for 
1979. 


Note 4 — Transactions with Affiliates 

Shares of the Corporation are 91% owned by Fruehauf Corporation 
(U.S.). Under a long standing agreement Fruehauf Corporation pro- 
vides technical assistance on products and methods for which a fee is 
paid. In addition the Corporation purchases production components 
from Fruehauf Corporation and its affiliates in the normal course of 
business. Costs and expenses include costs arising from these tran- 
sactions, primarily purchases of production components, aggregating 
approximately 9.0% of total costs and expenses. 


Note 5 — Commitments 

The Corporation is lessee under long-term leases for sales and ser- 
vice branches requiring rental payments of approximately $112,000 
per annum. The Corporation has the right to purchase one of these pro- 
perties and if this right was exercised at December 31, 1980 the ag- 
gregate purchase price would amount to approximately $93,000. 


Note 6 — Pensions 

Based on actuarial valuations and estimates, unfunded service 
costs of pension plans at December 31 amount to approximately 
$3,320,000 for 1980, $3,712,000 for 1979. Unfunded vested benefits 
at December 31 amount to approximately $1,270,000 for 1980, 
$2,548,000 for 1979. Total pension expense was $630,345 in 1980 and 
GSITAS oS) lay WSMAS), 


Income Data 

Sales 

Finance and Other Interest 

Cost of Products and Service Sold 
Per cent to Sales 

Selling and Administrative Expenses 
Per cent to Sales 

Depreciation 
Equipment Leased to Customers 
Plant and Equipment 

Earnings before Taxes on Income 
Per cent to Sales 

Earnings 

Per cent to Sales 

Per Share Outstanding 

. Emserdinany.damni lect 


Capital Investment in Year 
Equipment Leased to Customers 
Property, Plant and Equipment 


Financial Position Year-End 


1980 


Statistical Summary 


Ve) 


$ 85,803,397 
2,996,796 
70,135,864 
81.7 

$9 95,502,205 
6.4 


$ 285,958 
921,428 
10,289,169 
20 

$ 6,267,169 
7.3 

$ 2.32 


$ 353,760 
7,482,816 


Total Assets $01,020,237 
Working Capital 41,875,407 
Current Ratio Do tOel 
Installment Contracts Receivable $ 15,958,358 
Equipment Leased to Customers — Net 802,855 
Property, Plant and Equipment — Net 14,488,421 
Shareholders’ Equity 55,128,683 
Book Value per Share 20.37 
Employment 

Number of Employees at Year-end 670 
Shareholders 

Number of Shareholders 404 
Dividends per Share $ 45 
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$ 130,553 
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$ 65,541 843 
42,227,936 
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813,898 
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1978 1977 
$75,382,328 $58,657,252 
2,611,338 2,435,626 
6221s 48,823 328 
82.5 83.2 
$74 982.887 $ 3,716,877 
57 6.3 
812034 § 4613125 
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12.9 1225 
$ 5,670,934 $ 4,419,551* 
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Revenue Distribution* 


Materials 


Employees Income Share- 

Expenses Taxes holders 

59.5 241 = 4.8 whee 
eT <a Is) 1980 


Income Share- 
Materials Employees Expenses Taxes holders 


20.9% 


61.9% 


rials, component 
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alaries and benefits 
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1978 


1axes 


| and provincial taxes 
Shareholders 
Net rnings after taxes avail- 
for dividends and rein- 
tment for future growth 


iclude sales plus 
linance and other interest earned 
each of the periods 


502% | | gia 6.7% 57S | 6% 


i) 1976 


a Head Office 


2450 Stanfield Road 
Mississauga, Ontario 


g Sales and Service 


Quebec 
Montreal 
Toronto 
London 
Winnipeg 
Calgary 
Edmonton 
Vancouver 


@ Distributors and Dealers 


Pasadena 
Dartmouth 
Saint John 
Fredericton 
Ottawa 
North Bay 
Kitchener 
Sarnia 
Windsor 
Prince Albert 
Saskatoon 
Whitehorse 


Fruehauf — Coast to Coast 


Products 


Vans 

Dry Freight 
— Smooth Panels 
— Beaded Panels 
— FRP Panels 

Insulated-Refrigerated 

City Delivery 

Furniture 

Livestock 

Grain Haul 


Platforms 
Stake and Rack 
Dumps 
Container Chassis 
Dollies 
Truck Bodies 
Tanks — Steel, Aluminum and 
Stainless Steel 
Liquid Products: 
Petroleum 
Hot Material 
Chemical 
Food Products 
Dry Flowable Bulk Products: 
Cement 
Food Products 
Aggregates 
Construction 
Carryalls — 15 to 100 ton 
Oilfield Floats 
Tilt Decks 
Logging Equipment 
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Directors and Officers 


Directors 


T.J. Reghanti 

President of the Company and 

Executive Vice President, Trailer Operations and President, 
Fruehauf Division, Fruehauf Corporation, 

Detroit, Michigan 

D.A. Grinstead 

Vice President of the Company, 

Toronto, Ontario 


W.T. McDougall 
Vice President-Finance of the Company, 
Toronto, Ontario 


T.NeCombs 

Secretary of the Company and Vice President, 
General Counsel and Secretary, Fruehauf 
Corporation, Detroit, Michigan 


F.PeCoyers Jr. 

Executive Vice President - Finance and Administration, 
Fruehauf Corporation, 

Detroit, Michigan 

A. Paulin 


President, H. Paulin & Co. Limited, 
Toronto, Ontario 


M. Reid 

Vice President, Planning and Development, 
Simpsons-Sears Limited 

Toronto, Ontario 


R.J. Telford 

Retired — former Vice President 
of the Company 

Officers 


T.J. Reghanti, President | 
D.A. Grinstead, Vice President 

W.T. McDougall, Vice President-Finance 
T.N. Combs, Secretary 

B.A. West, Controller 

A. Purdon, Assistant Secretary 


Share Listing 
Toronto Stock Exchange 


Transfer Agents and Registrar 
National Trust Company Limited 
Toronto and Montreal 
Solicitors 

Borden & Elliot 

Toronto, Ontario 

Auditors 


Touche Ross & Co. 
Toronto, Ontario 
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